Natural Gas Weekly Update

XXXXX

Weekly Natural Gas
Storage

U.5. Natural Gas
Imports and Exports:
2004

Residential Matural
Gas Prices: What
Consumers Should
Know

An Assessmeant of
Prices of Natural Gas
Futures Contracts As
A Predictor of
Realized Spot Prices
at the Henry Hub

Overview of U.5.
Legislation and
Regulations Affecting
Offshore Natural Gas
and Oil Activity

Changes in U.5.
MNatural Gas
Transportation
Infrastructure in
2004

Major Legislative and
Regulatory Actions
{1935 - 2004)

U.5. LNG Markets
and Uses: June 2004

MNatural Gas
Restructuring

Previous Issues of
MNatural Gas Weekly
Update

Matural Gas
Homepage

EIA's Natural Gas
Division Survey Form
Comments

http://tonto.eia.doe.gov/oog/info/ngw/ngupdate.asp

Page 1 of 5

Natural Gas Weekly Update

Home > Natural Gas > Natural Gas Weeakly Update

Printer-Friendly Version

Overview: Thursday, May 18 (next release 2:00 p.m. on May 25, 2006)

Natural gas spot prices decreased this week (Wednesday — Wednesday, May
virtually all market locations, partly because of weak weather-related demand and
in the price of crude oil. The Henry Hub spot price decreased 34 cents per MMBtu
percent, while some other market locations in Louisiana noted decreases of up to f
the week. East and South Texas trading locations, as well as locations in the
experienced slightly less dramatic decreases, averaging 31 cents per MMBtu. Yest
17), the price of the New York Mercantile Exchange (NYMEX) futures contra
delivery at the Henry Hub settled at $6.129 per MMBtu, decreasing 77 cents ¢
percent since last Wednesday. Natural gas in storage as of Friday, May 12, incres
to 2,080 Bef, which is 53.2 percent above the 5-year average. The spot price for '
Intermediate (WTI) crude oil declined $3.50 per barrel, or almost 5 percent o1
(Wednesday — Wednesday), to $68.65 per barrel or about $11.84 per MMBtu.
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Mote: The West Texas Intermediate (WTI) crude ail price, in dnllars per barrel, is converted to $Hu'l'l.ﬂtu
using a conversion factor of 5.80 MVBtu per barrel, The dates marked by vertical lines are the MY MEX
near-month contract settlement dates.

| Source: Natural gas prices, NGI's Daily Gas Price Index (hitp://inteligencepress.com); WTI price,

'I Reuters New s Service (http:/iww w .reuters.corm. ‘

Prices:

Virtually all trading locations in the Lower 48 States experienced decreases in natu
prices since last Wednesday, May 10. The Henry Hub spot price decreased 3+
MMBtu, or 5.2 percent, to average $6.16 per MMBtu yesterday. Spot markets in the
East Texas regions continued to reflect weak demand, as prices decreased this we
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18 and 41 cents per MMBtu. The outage at the Sable Offshore Energy Project ar
temperatures in the northern market areas failed to put upward pressure on spot pi
Northeast, where prices decreased up to 63 cents per MMBtu or 9 percent, to
regional price of $6.55. Sales on Florida Gas Transmission recorded the highes
week price decrease, trading yesterday at $6.49 per MMBtu, 92 cents or about
lower than on Wednesday, May 10. Despite weak demand and several nuclear po
back online, California market locations recorded only slight decreases and a cor
cent increase at the Southern California gas trading location. Another exception to 1
price declines over the past week occurred in the Arizona/Nevada region, wi
increased by an average of 13 cents or 2.3 percent, ending trading yesterday at
MMBtu.

Spot Prices ($ per MMBtu) Fri. Mon. Tue. Wed

12-May 15-May 16-May 17-May

Henry Hub : 635 6582 568

New York 7.26 6.74 6.33 6.40 6.60
Chicago 6.75 6.19 5.75 5.90 6.00
Cal. Comp. Avg,* 577 522 531 545 554
Futures ($/MMBtu)

June delivery B649 6280 6123 6.252 6.129
July delivery 5887 6535 6415 6.516 6.384

*Avg. of NGI's reported avg. prices for: Malin, PG&E citygate,
and Southern California Border Avg.
Source: NGI's Daily Gas Price Index (http://intelligencepress.com).

At the NYMEX, the price of the futures contract for June delivery at the Henry Hut
about 77 cents per MMBtu, or about 11 percent, since last Wednesday, May 10,
week at $6.129 per MMBtu. This price is the second lowest for this contract sinc
22, 2005, above only the $6.123 per MMBtu recorded on Monday, May 15. The de
futures contract price follows the drop in the price for crude oil, which is at its I
since late April. The WTI spot price declined $3.50 per barrel this week, or about 5
$68.65 per barrel. As of yesterday, spot gas at the Henry Hub traded at a 3-cent f
the June 2006 futures contract. Natural gas prices for futures contracts for the
months in this year’s storage injection season (July 2006 - October 2006) decrease
73 cents per MMBtu on average, or roughly 10 percent, similar to the price movernr
June contract. Beyond October 2006, futures contract prices declined at a lower

months until April 2007. Despite the high levels of gas in storage for this tim
however, the price differential between the Henry Hub spot price and futures con!
for months in the next heating season was as high as $4.819 per MMBtu (Febi
contract) in yesterday's trading. The 12-month strip, which is the average price fo
over the next year, closed yesterday at $8.668 per MMBtu, which is 61 cents -
percent lower than last Wednesday.

Recent Natural Gas Market Data

Estimated Average Wellhead Prices

Nov-05 Dec-05 Jan-06 Feb-06 Mar-06 Apr-06
Price ($ per Mcf) 0.54 10.02 866 728 652 6.59
Price ($ per MMBtu) 020 976 843 7.09 635 642

Note: Prices were converted from $ per Mcf to $ per MMBtu using an average
heat content of 1,027 Btu per cubic foot as published in Table A4 of the Annual
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Energy Review 2002.
Source: Energy Information Administration, Office of Oil and Gas.

Storage:
Working gas in storage was 2,080 Bef as of Friday, May 12, 2006, which was 53.2 percent

above the S5-year average, according to EIA’s Weekly Natural Gas Storage Report. (See
Storage Figure) The implied net injection of 91 Bef for the week was almost 11 percent higher
than the 5-year average of 82 Bef and 7 percent higher than last year’s net injection of 85 Bef.
With the high injection relative to last year and the 5-year average, inventories remain well
above historical levels. The week ended May 12, 2006, marks the earliest date at which natural
gas volumes have surpassed 2,000 Bef since record-keeping of the weekly data began in 1994.
Total storage levels rose to 494 Bef more than last year and 722 Bef more than the 5-year
average. One factor contributing to the large injections of gas was moderate, spring-like
temperatures for most of the nation during the report week, as measured by heating degree
days (HDDs) and cooling degree days (CDDs) published by the National Weather Service.
Although degree-day measures for some Census Divisions showed large percentage
differences from normal, actual temperatures were not extreme enough to cause significant

weather-related demand. (See Temperature Maps)

One-Week Implied Net Estimated Percent
Current Prior Change Prior 5-Year Difference

Stocks  Stocks from Last {2001-2005) from 5 Year
All Volumes in Bef 5/12/06  5/5/06 Week Average Average
East Region BRIV 1,008 60 658 62.3%
West Region ) 278 267 12 216 29.2%
Producing Region KX 714 18 483 51.8%
LT . 2.080 1,989 91 1,358 53.2%
Source: Energy Information Administration: Form EIA-912, "Weekly Underground
Natural Gas Storage Report," and the Historical Weekly Storage Estimates Database.
Row and column sums may not equal totals due to independent rounding.

Other Market Trends:
U.S. Natural Gas Imports and Exports in 2005: Natural gas imports increased 1.4 percent in

2005 while exports decreased 14.8 percent from last year’s record high, according to a recent
report from the Department of Energy’s Office of Fossil Energy. The report, which is
prepared quarterly containing monthly data, provides a summary of natural gas imports and
exports in the fourth quarter of 2005 (October — December) in addition to the 2005 annual
summary. Net natural gas imports were 3,675.8 Bef in 2005, which accounted for 16.7 percent
of total U.S. consumption of natural gas. Imports from Canada increased 2 percent in 2005 to
3,763.8 Bef at an average international border price of $7.95 per MMBtu, which is 39.5
percent more than the 2004 price of $5.70 per MMBtu. Imports from Mexico totaling 9.3 Bef
are the first imports from this country since the first quarter of 2002. Following a record high
in 2004, liquefied natural gas (LNG) imports decreased 3.2 percent in 2005 to 631.3 Bef,
which accounted for about 3 percent of total U.S. consumption. At 439.2 Bef, or about 70
percent, Trinidad and Tobago continues to be the source of the largest amount of U.S. LNG
imports for the seventh consecutive year. Algeria is second with 97.2 Bef, and Egypt is third
with 72.5 Bef, This is the first year that LNG shipments arrived in the United States from
Egypt. Other source countries for U.S. LNG shipments in 2005 include Malaysia (8.7 Bcf),
Nigeria (8.2 Bef), Qatar (3.0 Bef), and Oman (2.5 Bef). Exports of natural gas totaled 728.6
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Bef in 2005 including 358.3 to Canada (compared with 394.6 Bef in 2004) and 305.2 Bef to
Mexico (compared with 398.5 Bef in 2004). Facilities in Kenai, Alaska, also exported 65.1
Bef of LNG to Japan.

DOE Funds New Drilling-Related Technology: The Department of Energy (DOE) has
announced commercialization of technology that provides for real-time communication of
downhole conditions while drilling oil and natural gas wells. With this new DOE-funded
technology, drill pipe will have a way of transmitting drilling and geological formation data
quickly from the bottom of a well to its surface and vice-versa. This technology recently
became available for commercial use and is economically beneficial owing to lower drilling
cost, higher safety, and reduced environmental disruption. The new technology allows for
quick acquisition and processing of the data so that drillers can "look ahead" of the drillbit.
The new technology will provide a wide range of downhole data, including pressure,
temperature, well position, and formation characteristics. The process features high-speed,
high-strength data cable embedded in the inside wall of the drill pipe, which carries data to
small induction coils installed in protective grooves machined into the drillpipe connections, or
couplers. When two sections are joined, the induction coils are placed close together, and a
low-energy data signal can be transmitted passively between them without a dedicated power
source—from one pipe section to another, along a string of tens of thousands of feet of drill
pipe. Unlike in the past, with this new technology, there is no physical connection to break.
This system has undergone many tests conducted in the United States and Canada and has

been proven to be very reliable.

Natural Gas Transportation Update:

o On May 15, 2006, TransColorado Gas Transmission issued a force majeure declaration
for the Whitewater Compressor Station in Mesa County, Colorado. The outage was
lifted Wednesday, May 17, 2006. Additionally, on May 17 and until further notice,
TransColorado will schedule volumes up to full capacity through Segments 210 and
240,

o Maritimes & Northeast Pipeline, LLC, in the United States has announced that the actual
shut-down of the offshore processing facilities associated with the Sable Offshore
Energy Project off the coast of Nova Scotia, Canada, will occur during the gas day May
13, 2006. The operator confirmed a limited amount of supply from the facilities for gas
day May 13. The outage will continue through May 20, 2006. During this time, no
supply will be available.

» ANR Pipeline Company announced that it will begin unplanned engine maintenance at
the Marshfield Compressor Station located in Wisconsin. This maintenance will reduce
receipt capacity by 90 MMecf per day from May 15 thorough May 31, leaving 231 MMcf
per day available. The reductions may result in the curtailment of secondary firm and IT

nominations.

Short-Term Energy Outlook
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